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Honorable City Council   March 2009
     and Citizens of Wenatchee
City of Wenatchee, Washington

Submitted herewith is the final budget for the City of Wenatchee’s fiscal year 2009.  The budget is
submitted consistent with RCW 35.33.051 and prior practice of the City with respect to budget
preparation.  The enclosed financial and narrative data reflect the budget that was adopted by the
Wenatchee City Council via Ordinance #2008-37, on December 11, 2008.  While the budget
ordinance is the legal authority to expend public moneys, much more goes into developing and
implementing the mix of public services found in Wenatchee.  The remainder of this document
describes the 2009 budget development process and resulting programs and services.

BUDGET PRIORITIES
Consistent with prior year’s practice, the City’s budget was prepared with the input of the Mayor,
City Council, and Staff.  The first step of the 2009 Budget development process began in a
February 2008 retreat attended by the Mayor and City Council where the future direction of the
City and service priorities were discussed at length.  The next step was a July 2008 meeting
hosted by the Mayor that included City Council members and City Staff where staff were given
the opportunity to discuss the delivery of City services as they currently existed and their vision of
how the services could be improved and/or expanded and the resources that would be necessary
to accomplish this.  At the conclusion of this meeting staff were instructed to prepare initial
budgets that included their requests for enhanced services and over the ensuing months, the
Mayor, Finance Director and City Staff worked towards the completion of the budget itself.
Updates on the budget development process were provided to the council members at meetings
that were held on October 9, October 30, November 20, and December 11, 2008.  At each
meeting the council members and public were given the opportunity to address the progress to
date and provide input into the process itself.

KEY BUDGET ISSUES
Throughout the budget process, a number of topics were discussed that tended to be more
related to long-term policy issues rather than concerns of day-to-day operations.  The solutions to
these issues require the involvement of the Mayor, Council and Staff and are presented in detail
below.

1.  ECONOMIC DEVELOPMENT WITHIN THE CITY OF WENATCHEE
Ongoing discussions between the Mayor, Council and City Staff have repeatedly identified
economic development as the primary concern for the future fiscal health of the City.  Given the
tax structure in the City of Wenatchee where nearly 36% of 2009 general fund recurring revenues
are derived from sales tax, it is essential that the City encourage retail development.  If it does not
hold a leadership position in retail sales, the City could be in danger of becoming an area where
the population lives and demands services such as public safety, streets, and parks, but which
has its population spending their sales tax dollars elsewhere.  We believe it is not possible for the
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City to remain static in such an environment and that significant retail growth outside the City
limits will draw shopper traffic and sales tax dollars from our existing base with the potential result
of reductions in historical levels of City services.

Following is a history of sales tax receipts for the years 1993 through 2009:

Much of the growth during the years 2004 through 2008 has been related to construction
activities throughout our community but we have also experiencing increases among many
categories of business which has been reflective of a very robust economy.

Streamlined Sales Tax Project
In 2007 the Washington State Legislature approved SSB 5089 which was the culmination of a
multi-year effort by cities, counties, the state and businesses to bring Washington State in
compliance with the national Streamlined Sales Tax Agreement.  Passage of the bill qualifies the
State to join the Streamlined Sales Tax Project (SSTP) governing board that will decide the rules
for future streamlined sales tax provisions.  A desired outcome of the SSTP is to convince
Congress to adopt pass enabling legislation allowing states to collect sales tax on remote sales
(e.g. mail-order, internet, or television sales by persons with no physical presence in the state),
because as they continue to grow, sales tax losses to local governments and states are expected
to be substantial.  Another goal of the SSTP is to make sales taxes simpler and more uniform
across the country.

With the conditions of the SSTP now adopted by the State of Washington, beginning July 1, 2008
future distributions of sales taxes are to be based upon a “sourcing concept” where the
jurisdiction receiving the sales tax dollars will be at the point of delivery as opposed to the point of
sale.  In the case of internet sales this will be a benefit to most cities in Washington.  A negative
outcome to this legislation however is that sales made within a particular city but delivered
elsewhere (i.e. furniture or construction supplies) will be credited to the jurisdiction where the
delivery takes place.  A study directed by the Washington Legislature in 2004 and done by the
Department of Revenue determined that sourcing rule changes will cause a loss of revenue for

Sales Tax $ %
Year Received Change Change
1993 $ 3,935,345 --- ---
1994 $ 4,081,160 145,815 3.71%
1995 $ 4,240,545 159,385 3.91%
1996 $ 4,359,737 119,192 2.81%
1997 $ 4,712,930 353,193 8.10%
1998 $ 4,920,261 207,331 4.40%
1999 $ 4,922,102 1,841 0.04%
2000 $ 4,978,163 56,061 1.14%
2001 $ 5,084,281 106,118 2.13%
2002 $ 5,240,679 156,398 3.08%
2003 $ 5,462,849 222,170 4.24%
2004 $ 6,125,712 662,863 12.13%
2005 $ 6,330,402 204,690 3.34%
2006 $ 7,096,681 766,279 12.10%
2007 $ 7,498,157 401,476 5.66%
2008 $ 7,676,653 178,496 2.38%
2009 $ 7,794,000 117,347 1.53%

--1993 through 2008 represent actual collections
--2009 represent budget estimate
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nearly 140 cities, counties, and transit agencies, and that the City of Wenatchee’s annual loss
would be approximately $56,700 (approximately 1% of 2004  collections).  Much of the debate in
the State of Washington among all parties has been how to deal with the losses anticipated by
the negatively impacted cities, but ultimately, because the State of Washington is expected to
collect nearly $250 million annually from remote sellers, SSB 5089 provides for full mitigation to
those cities that are negatively impacted by destination based sourcing.

At the writing of this document the Washington State Department of Revenue has thus far
released only the results of the SST for the 3-month period July through September 2008 which
showed the City actually gained $4,560 in tax revenues as a result of destination based SST and
as a result we were ineligible for a mitigation payment.  The results included “firm level detail”
information that compared 3rd quarter 2007 to 3rd quarter 2008 which was helpful in determining
which businesses paid sales tax to the City of Wenatchee.  It was interesting however that the
instructions accompanying this information stated:

“You should not try to use this data to recreate your mitigation payment.  The
Department’s calculations used several pieces of information which cannot be disclosed.
For instance, Streamlined Sales Tax registrants are not included in this file.  To calculate
your mitigation payment you would need these records.  For this reason, and many
others, it is impossible for you to use this data to recreate your mitigation payment.”

The lack of transparency on the part of the Department of Revenue is frustrating but we will
continue to monitor subsequent results as they are reported to ascertain that we are receiving
sales taxes from a variety of vendors located outside of Wenatchee but who are known to make
deliveries to our location.

Economic Development
In the late 1990’s Wenatchee’s primary industry, agriculture, went through a major shift.  As a
result, it forced the city and partners to take a step back and look at how we were approaching
economic development.  If the agricultural industry was going to continue to struggle, what were
our options?  Was the elusive manufacturer out there who would bring us 200 jobs?  Did we have
the land base even to support such a recruit?  How were we supporting those industries already
here?  What was in store for our future?  In 1999, the city hired the Center for the New West to
carry out a High Performance Community Strategy.  This effort brought together our leaders,
gave us focus and provided us with a road map for our future community and economic
development.  The analysis resulted in 16 recommendations, which our leaders are still following,
even though some actions have been completed:
1. Build and sustain work force education and training capacity that teaches and/or updates

computer and information technology skills.
2. Provide access to the growing Hispanic community and others for whom the “digital divide” is

a reality by equipping a community center in South Wenatchee with advanced telecommuting
capabilities.

3. Create a one-stop business center to improve the delivery of services to the small business
community.

4. Deploy NxLevel Entrepreneur training programs for business start-ups, agriculture/food
specialty companies, micro-enterprises, youth entrepreneurs.  Spanish versions of these
training programs should be made available to Hispanic entrepreneurs.

5. Pursue the recommendation of the SCORE incubator study team “to further quantify the
community’s need, expected payoff and degree of community support” for one or more
incubators.

6. Develop an Internet/information technology cluster in the Wenatchee area.
7. Implement an opportunity assessment initiative to identify upstream, downstream and spin-off

business opportunities and other economic activities, e.g. research, that may exist in
companies, institutions or organizations already in the community.

8. Refocus current industrial recruitment efforts on those that build on local networks and
relationships
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9. Animate the downtown and Columbia River areas with commercial, housing, recreational and
cultural activities that will bring people to these areas.

10. Explore the development of a Public Development Authority, comprised of multiple
jurisdictions, to purchase and manage Mission Ridge as a community-owned ski area.

11. Examine ways to improve the aesthetics of gateways into the city, either through landscaping
or incorporation of the thematic “fruitful” street signs recently erected.

12. Implement programs to enhance the supply of housing suitable for LMI families.
13. Start a leadership training program that informs participants about governance and

development issues pertinent to the region as well as providing them with leadership skills.
14. Develop regional approaches to multi-jurisdictional problems.
15. Launch an ongoing "community forum" process that enables civic leaders and citizens to

meet and address issues, solve problems, or think about the future.
16. Begin long-term planning for infrastructure improvements that are critical to the region’s full

participation in the global economy.

The focus provided by this effort has yielded great results as several of the recommendations
have been implemented by many of the entities.  The Wenatchee Community Center is now
operating and is providing a focal point for job training and economic support of our most at risk
populations.  The implementation of a new vision for the city’s waterfront is underway, and as of
December 2008, over $130 million in public/private reinvestment projects were under construction
with another $216 million on the way, although somewhat slowed by the national economy.
These projects are expected to materialize as the economy loosens in 2010 - 2012.  This new
vision for the waterfront and reinvestment in the city’s urban core will enable Wenatchee to
achieve a vision for its foothills and recreational assets that prove to be a business and
professional recruitment calling card.  In fact, in 2006, Yahoo and in 2007, Sabey Corporation
became new recruits for the valley, based on what our valley was able to offer.  Waterfront
infrastructure highlights include:
 TIB Grant received for Riverside Drive, the centerpiece of the waterfront plan, bordering over

20 acres of private property that will be redeveloped.  Private plans call for approximately 1
million square foot in mixed use development complementing the waterfront.  (Riverside
Drive project Phase 1 is $3.34 million for design and ROW acquisition and final design in
2008 and bid January 2009 for construction in 2009).

 Enabling legislation to form a Public Facilities District was secured in 2006 and the PFD
district comprised of 9 jurisdictions was formed in June 2006.  This new organization, through
a lease-option agreement and support from the city, has caused the $52 million Greater
Wenatchee Regional Events Center to be constructed and the facility opened with much
fanfare in October 2008.  The new multipurpose facility includes a replacement of the city’s
ice arena and 4,300 fixed seats that house the Wenatchee Wild, a NAHL semi-pro hockey,
Disney on Ice and numerous events.  A contract has been signed with Global Entertainment
to manage the facility and over 100 jobs have materialized.

 A $10 million grant with the Washington State Community Economic Revitalization Board
was awarded during the 2007 Legislative Session.  $8.3 million paid for the construction /
acquisition of the events center and $1.7 has been spent for the $3.2 million upgrade to Walla
Walla Street which was completed in 2007.

 TIB Grant received for the realignment of Hawley and Walnut at the northern gateway to the
waterfront and construction was completed in 2007.

 RCO funds, coupled with funds from the Port of Chelan County, will construct the Wenatchee
Riverfront Day Use Moorage and Parking Expansion project in 2009.

The philosophy of the city with regard to economic development is to be a catalyst, to continually
maintain and upgrade city infrastructure and to enhance the community in order to attract new
business development.  As a result, new activities include:
 In 2008, the city, with support from Chelan County, completed $700,000 in technology

upgrades to the Stanley Civic Center/ Wenatchee Convention Center.  A Phase 2 project that
includes additional breakout space and improvements to the outdoor plaza are contemplated
after a new operating agreement is signed for the center in 2009.
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 Another activity directly related to economic development involves the City’s promotion of
tourism throughout the Wenatchee Valley.  In addition to the ongoing and successful
operation of the Wenatchee Valley Convention and Visitors Bureau, which is supported by a
portion of the City’s hotel/motel tax, in late 2006, the Wenatchee Hotel Motel Association
asked to have the city designated as a Tourism Promotion Area.  This new assessment will
continue to provide additional funds for marketing Wenatchee as a convention and visitor
destination. The city was a catalyst for bringing together entities in an effort to attract activity
from the 2010 Olympics in Vancouver BC.  The new E3 (Escape, Explore, Enjoy North
Central Washington) was born in 2008 and marketing efforts will continue through 2010.

 The city will look to upgrade and add new facilities including a future expansion of the
Wenatchee Valley Museum and Cultural Center and a new headquarter Fire Station, and will
continue working with the Wenatchee Valley Farmers Market, the Wenatchee Row and
Paddle Club and the Wenatchee Applesox in their efforts to develop new and / or permanent
facilities.

 The city will look to assist in creating long term solutions for the urban area’s transportation
congestion issues.  Freight mobility is a key need for this North Central Washington region to
remain competitive, as the agricultural industry and newly developing wine industry need
access to urban markets and ports.  The city and partners will continue to work on funding
mechanisms for the needed improvements to these congestion issues, including the critical
need for a third bridge.

 Finally, the city will be at the forefront of helping to maintain and enhance the Wenatchee
Reclamation Bridge, the first bridge across the Columbia River, that now delivers water to
over 4,000 acres in East Wenatchee/Douglas County.

Economic development is a topic that will continue to be at the forefront of Council and Staff
discussions and will be included in the development of subsequent budgets and identified long
range in the adopted Capital Facilities Plan for the city.

2.  CAPITAL FACILITIES
For many years, the City budget was focused almost exclusively on the operation of various
programs at the expense of capital outlay costs to maintain and/or upgrade existing infrastructure
or replace facilities when necessary.  As our buildings have aged it has become apparent that we
must be more intentional in developing maintenance programs and begin to plan for future
renovation and replacement.

Facility Maintenance
During 1996, the City developed a program that continues to provide for the repair and
maintenance of all City facilities.  The program was accomplished through the efforts of one
full-time employee who worked 12 months of the year and three full-time Parks Department
employees who worked at this task between November and February each year (three
employees for four months each equals a second full-time employee).  The 1998 Budget
development process revised this program and released the three Parks Department
employees from facility maintenance activities and returned them to late fall and early spring
functions of the Parks Department as well as snow removal efforts throughout the City during
winter months.  In 1998 the City added a second full-time employee and in 2005 a third full-
time employee whose efforts have been dedicated to the continuance of the City’s facility
maintenance program.  In 2007 the City further expanded this program with the addition of a
Maintenance Supervisor position whose time is allocated approximately 25% towards
overseeing the facility maintenance crew.

Facility Renovation and Replacement
Planning for the eventual renovation and/or replacement of existing facilities began in the
summer of 1995 when the City Commission appointed a 24-member citizen advisory
committee to work with an architectural firm that was hired to conduct a comprehensive
facility study.  This study would was carried out through three phases.  Phase 1 developed a
“space needs assessment” for the police, fire, public works and city hall buildings and was
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completed in December 1995.  Phases 2 and 3 were carried out during the first half of 1996
and addressed how to solve the “space needs deficiencies” identified in Phase 1.  The end
product of these efforts was a recommendation by the Citizens Advisory Committee that the
City pursue the following:
o Replace the existing fire station with a new facility located at another site.
o Replace the existing police station.
o Renovate portions of the museum building.
o Renovate portions of the ice arena.

Since that time there has been a concerted effort and financial commitment by the City to
address these concerns and others that have arisen over the ensuing years.  Following is a
summation of progress made to date:

Police Station
o In 1998 a parcel of land adjacent to city hall and the police station was acquired at a cost

of $644,000.
o On September 18, 2001, a proposition to issue $4,800,000 in bonds for the construction

of a police station was approved by nearly 68% of the voters.  The bonds were issued in
the latter part of 2001 and the facility was operational by May 2004.

Ice Arena
Between 2002 and 2004 the City spent approximately $900,000 towards the renovation of its
Ice Arena including the addition of insulation, upgrade of the dehumidification and ventilation
systems and installation of new flooring.  This renovation extended the period of time we
were able to maintain ice in the facility and attract additional hockey and figure skating events
to our community.  The ice arena facility closed after the 2007/2008 as a result of the October
2008 opening of the Event Center owned and operated by the Greater Wenatchee Regional
Events Center PFD.

Public Works/Community Development Facility
The City Council has embraced a number of strategies suggested by the Center for the New
West (referred to in the previous section under Economic Development) including an effort to
redevelop our downtown and riverfront areas.  As a result the Mayor and Council worked
closely with staff to relocate the City’s Public Works and Community Development
Departments from a site adjacent to the Columbia River to a new location on the northwest
edge of the City.  This had been a multi-year effort resulting in the construction of a $15.8
million facility that was completed in the latter part of 2008.

Fire Station
At each of the Council retreats held in the winter of 2007 through 2009 the Mayor and Council
determined that the replacement of our 80-year old main fire station is a priority.  During 2007
the City selected an architect to render a preliminary design for a new facility and search for
sites for an additional, contemporary station.  During 2008 a design was rendered and site
selected and the November 2008 ballot requested the voters to approve a $15.1 million bond
to acquire land and construct a new facility.  This ballot received 58% approval from the
voters, narrowly missing the 60% approval required to move forward.  At the 2009 Council
retreat the Council agreed this project remains a priority and has instructed staff to review the
scope of the project with an eye toward a November 2009 ballot question.

Park Facilities
During 2006 the City completed a comprehensive Parks and Recreation Plan that was
financed by the General Fund at a cost of nearly $31,000.  The plan recommended park land
additions and improvements of $14 million.  At this point the Mayor and City Council await
specific recommendations from the Parks Board as to a prioritization of projects.

Museum Facility
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The City Council has begun preliminary discussions on expansion and renovation projects at
the Museum that are expected to cost approximately $4.8 million.

3.  WASHINGTON STATE INITIATIVES AND REFERENDUMS
In recent years, cities in the State of Washington have struggled with the financial impacts
resulting from the passage of a number of citizen sponsored initiatives and referendums.

Initiative 695 (I695)
In November 1999, the citizens of the State of Washington voted to approve I695.  This
initiative impacted the State, counties, special taxing districts and cities, and resulted in three
significant changes:
1. Repealed the motor vehicle excise tax (MVET).
2. Increased the registration fee (license tab fee) to $30 for passenger cars, cabs, motor

homes, travel trailers, motorcycles and other trailers and tow trucks (the registration fee
was $27.75 for first-time registrations and $23.75 for subsequent annual renewals).

3. Required that any tax or fee increase imposed by the State (or City) shall require voter
approval.

I695 was subsequently declared unconstitutional in its entirety by the Washington State
Supreme Court, but during the 2000 Washington State Legislative Session, the Legislature
passed a law that repealed the MVET and set the registration fee for vehicles at $30.

The immediate impact on the City of Wenatchee as a result of the passage of I695 (and
ultimately the Legislatures action repealing the MVET) was the loss of $410,000 in
Washington State remitted MVET money that was earmarked for the purpose of financing
criminal justice activities (police operations).  Although the $410,000 of MVET money that
was lost was dedicated to police operations, the City chose to not simply reduce the Police
Department budget by $410,000.  Instead, every attempt was made to minimize the impact
on criminal justice activities by cutting back on other City programs that were deemed less
essential.  Ultimately, expenditure reductions came in the form of the elimination of some
existing programs and what would have been enhancements to various levels of service
beginning with the 2000 Budget.

Calendar year 2008 will be the tenth consecutive year in which the City of Wenatchee will
operate without the benefit of MVET money, which is estimated to be a cumulative loss of
approximately $4.1 million since 2000.

Referendum 47
Voter passage of Washington State Referendum No. 47 (R47) in November 1997 restricted a
city’s ability to increase property taxes during the 4-year period it was in effect (1998 – 2001).
The impact of this referendum was that the maximum amount the regular property tax levy
could be increased in any year by a simple majority vote of the legislative body would be the
lesser of six percent or the rate of inflation.  Inflation was defined as the increase in the
implicit price deflator (IPD) published by the Bureau of Economic Analysis in September of
each year.  With a finding of “substantial need”, the legislative body is allowed to increase the
total levy by as much as six percent with a majority vote plus one.

In 1997 the IPD was computed as 1.9% for the 1998 Budget.  During the 1998 Budget
development process, the City Commission determined that there was a “substantial need”
for more than the IPD increase due to the City’s street overlay program and set the tax
increase at 6%.  Of the total 6%, one-half (or $96,253) was dedicated to debt service on
bonds issued with the remainder supporting continuing General Fund operations.

In 1998 the IPD was computed as .85% for the 1999 Budget.  During the 1999 Budget
development process, the City Commission again determined that there was a substantial
need for more than the IPD increase, again due to the City’s street overlay program and set
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the tax increase at 4%.  Of the total 4%, three-fourths (or $105,513) was dedicated to debt
service on bonds issued with the remainder supporting continuing General Fund operations.

In 1999 the IPD was computed as 1.42% for the 2000 Budget.  During the 2000 Budget
development process, the City Commission determined that a substantial need existed
simply in order to provide existing levels of service in the General Fund because the City’s
actual cost increases far exceeded 1.42%.  Wage increases alone representing 69% of
General Fund expenditures were expected to increase from 2.5 to 3.0% due to contractual
language with the City’s labor unions.  As a result of this determination, the Commission
voted to raise property taxes by 2% (exceeding the IPD by .58%).

Referendum 47 was replaced by Initiative 747.

Initiative 747 (I747)
 On November 6, 2001, voters in the State of Washington approved Initiative 747 (I747)

which limits the increase in property tax to the lower of 101% or the IPD (Implicit Price
Deflator).  Local increases in excess of 1% were allowed if the citizens of a jurisdiction
voted to approve a levy lid lift.

 On November 8, 2007, the Washington State Supreme Court struck down I747, which
resulted in a reversion to the rules imposed by R47, which limited property tax levies to
the lesser of inflation or 6%, except upon a finding of substantial need where the increase
could be as much as 6%.

 On November 29, 2007, the Washington State Legislature met in a one-day special
session and reinstated the provisions of I747.

As a result of this initiative and the subsequent action by the Legislature, the City has raised
property taxes by just 1% in each of the years 2002 through 2009.  Because of the limit in the
growth of property tax revenues, City officials are concerned that levels of service will quickly
erode in an ongoing environment where the annual cost of service increases by
approximately 3%, yet the revenues that support those services grow by only 1%.  Following
is a history of the financial impact of I747 since its inception:

Although one would reasonably argue that the calendar year 2009 loss of $728,300 (and
cumulative loss of $3,153,200 over 8-years) that remains in the direct control of the tax payer
is good for them, the City finds itself in the position of facing the elimination of a like amount
of existing services because we are unable to keep-up with rising costs.  These annual
revenue losses will continue to compound in subsequent years due to the disparity between
the reallity of a consumer price index (CPI) averaging 3%, and a 1% limit in this particular
source of revenue.  It is likely the City may have to periodically request a voter approved levy
lid lift in order to maintain acceptable levels of service.

Property Tax Loss
Initiative 747 Average CPI 2002 Cumulative
Increase of Increase of through Prop. Tax

Year 1% 3% 2004 2005 2006 2007 2008 2009 Loss
2002 $41,000 $123,000 $82,000 $0 $0 $0 $0 $0 $82,000
2003 $42,000 $126,000 $166,000 $0 $0 $0 $0 $0 $166,000
2004 $43,000 $129,000 $252,000 $0 $0 $0 $0 $0 $252,000
2005 $44,000 $132,000 $252,000 $88,000 $0 $0 $0 $0 $340,000
2006 $46,000 $138,000 $252,000 $88,000 $92,000 $0 $0 $0 $432,000
2007 $47,500 $142,500 $252,000 $88,000 $92,000 $95,000 $0 $0 $527,000
2008 $49,450 $148,350 $252,000 $88,000 $92,000 $95,000 $98,900 $0 $625,900
2009 $51,200 $153,600 $252,000 $88,000 $92,000 $95,000 $98,900 $102,400 $728,300

$1,760,000 $440,000 $368,000 $285,000 $197,800 $102,400 $3,153,200
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No matter the outcome of any future referendums or initiatives that arise in the future, we will
endeavor to provide the highest levels of service possible while at the same time abiding by the
constraints imposed by law.

4.  STREET OVERLAY PROGRAM
During 1996 the City’s Public Works Department developed a street overlay program designed to
repave all City streets over a 15-year repeating cycle.  A citizens advisory committee was
appointed by the City Commission to review the plan and make recommendations as to how
funding could be obtained in order to implement the program.  The Committee accepted the plan
as prepared by the Public Works Department and recommended a number of voter approved tax
increases dedicated to overlay projects.

During 1998 the City issued $4.1 million in non-voted general obligation bonds whose proceeds
were used to eliminate the backlog of streets in immediate need of overlay.   Debt service on
these bonds is approximately $376,000 per year through the year 2014.  The payments come
from a number of sources that include:
 A dedication of 3% of the 6% property tax increase taken in 1998 – or $96,253 per year.
 A dedication of 3% of the 4% property tax increase taken in 1999 – or $105,513 per year.
 A dedication of approximately $174,000 of the 1st ¼ of 1% real estate tax.

In 2005, the City Public Works Department performed an evaluation of the existing program with
the goals of evaluating pavement performance, determining future pavement overlay cycles,
evaluating alternative maintenance practices, and arriving at an updated cost for the most
efficient pavement preservation program.  The results of this study recommended life cycles
based on the use and type of street. The program also recommended crack sealing and
intersection repairs as maintenance tools that extend the life cycle of overlays. Future overlays
result in much higher costs due to the need from grinding existing asphalt; therefore, extending
overlay life cycles have a significant impact on future costs.

The 2005 overlay evaluation mapped out costs versus time in order to project the annualized cost
to the City.  The study recommended funding $1,500,000 per year with a portion of the fund going
into reserves. The actual project cost need for 2009 is approximately $350,000 which is
appropriated in this budget.  The 2009 revenue estimate includes $360,000 from the 2nd ¼% real
estate excise tax and $27,300 of interest income.  The LTGO bonds that were issued in 1998 will
be fully repaid in 2014, and it is likely the City will again issue bonds to keep up with the overlay
program.  A projection of Street Fund financial activity over the period 2007-2015 is presented
within the Capital Facilities Plan portion of this budget document in Part 5.

5.  TRANSPORTATION BENEFIT DISTRICT
The City of Wenatchee, like many other communities is experiencing tremendous traffic
congestion in a number of areas, the solution for which involves a variety of scenarios depending
upon the location.  In common to all of the projects however is the fact that the cost to ease the
congestion is beyond the City’s ability to finance them with existing sources of income.  A
possible answer to the dilemma of coming up with additional money to address congestion may
come in the form of a transportation benefit district.

The Washington State Legislature created the Transportation Benefit District (TBD) in 1987 as an
option for local governments to fund transportation improvements and since 2005, the Legislature
has amended the TBD statute to expand its uses and revenue authority including the imposition
of vehicle fees and transportation impact fees without a public vote.  A TBD is a quasi-municipal
corporation and independent taxing district created for the sole purpose of acquiring,
constructing, improving, providing, and funding transportation improvements within the district.  A
TBD may be created by a county or city and may include other counties, cities, port districts or
transit districts through interlocal agreements.
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At this point the City of Wenatchee is mulling the possibility of forming a TBD and in fact
conducted two public workshops on this topic on February 7, 2008 and April 3, 2008 and a public
hearing on March 13, 2008.  On February 12, 2009 the City Council adopted Resolution #2009-
13 that set a schedule for additional public workshops on this topic in the spring of 2010, followed
by a level of service analysis and public hearing, and ultimately City Council action  in August
2010.  If a TBD were to be formed it could chose to ask the voters to approve a variety of fees
including up to a $100 annual vehicle fee per vehicle registered, or it could impose without a vote
an annual vehicle fee of $20 per vehicle registered.  If the City of Wenatchee were to form a TBD,
the $20 per vehicle fee is estimated to generate $635,700.

6.  1/10TH OF 1% CRIMINAL JUSTICE SALES TAX
RCW 82.14.340 allows the addition of a 1/10th of 1% sales tax whose proceeds are to be used
exclusively for criminal justice purposes.  Proceeds of the tax are to be allocated 10% to the
county in which the tax is collected, with the remainder to be distributed to the county and cities
within the county ratably based on population.  Money received from the tax must be expended
exclusively for criminal justice purposes and may not be used to supplant existing funding.
Existing funding is defined in the statute as calendar year 1989 actual operating expenditures for
criminal justice purposes.

In 1995, Chelan County and the Cities within the County each adopted resolutions (City of
Wenatchee Resolution #2035 dated 7/25/1995) authorizing the imposition of this tax with the
intent that the proceeds be dedicated to repay LTGO bonds issued by Chelan County for the
design and construction of a juvenile detention center.  The bonds were issued in 1997 and
ultimately retired in their entirety in the latter part of 2007.  On December 11, 2007 the Chelan
County Commission then approved Resolution #2007-167 which authorized the reimposition of
the 1/10th of 1% sales tax to finance criminal justice expenditures for the County and all of the
Cities within the County.

During the spring of 2008 the Wenatchee City Council held hearings on how the proceeds should
be expended keeping in mind that RCW 82.14.340 is very clear in that it requires the proceeds be
expended exclusively for criminal justice purposes and may not be used to supplant existing
funding defined in the statute as calendar year 1989 actual operating expenditures.  Given that
2008 expenditures directly attributable to criminal justice activities were anticipated to be
$8,968,410 (including police department operations, Rivercom, the jail, public defender, district
court, etc.) and that 1989 expenditures were $2,591,959, it was clear that the growth of
$6,376,451 significantly exceeded the annual $600,000 anticipated to be generated by the tax.
Based upon this the City found itself in a position where it could chose to retroactively apply the
entire proceeds against the $6.37 million increase incurred since 1989 (essentially liberating the
money for other uses), spending all of the money on new or expanded criminal justice programs,
or some combination of each.  Ultimately, the City Council amended the 2008 Budget to add
$586,750 of General Fund expenditures that were directed toward public safety enhancements
including the hiring of two additional police officers and the addition of various pieces of
equipment including vehicles and technology related purchases.

7.  TAXATION ISSUES
It is likely it will always be difficult to balance the City’s General Fund budget whose primary
source of funding is from various local tax sources.  Following is an analysis of the impact tax
revenues will have on 2009 General Fund programs:
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Because there are so many demands of government services and a finite source of funding, the
City Council will be constantly evaluating the merits of the many worthwhile programs the City
might undertake.  Consequently, the utilization of tax moneys for public services involves a good
deal of scrutiny from both the City Council and Citizens of Wenatchee.

Tax increases that have been put in place in recent years to finance General fund operations
have been limited to property taxes.  Following is an analysis of property tax increases over the
past nine years as compared to the implicit price deflator discussed earlier in this budget
message.  Also included is the purpose behind each increase.

Tax increases that have been put in place during the 13-year period 1996-2008 to finance non-
General Fund operations have been limited to:

 In 2006 the City Council adopted Ordinance #2006-29 which established a Tourism
Promotion Area and imposed a $1 per hotel room per night tax, the proceeds of which will be
used for the sole purpose of tourism promotion.  The Council approved this legislation only
after being petitioned by the Wenatchee Hotel-Motel Association and the Wenatchee valley
Convention and Visitors Bureau to do so.

 In 1999 the City Commission implemented a 5% cable TV tax whose proceeds were
dedicated to the City’s street overlay program.  In response to a series of revenue reducing
initiatives (discussed earlier in this message) and a desire to maintain existing core services,
the City Council opted to divert the entire cable TV tax to the General Fund beginning in
2003.

 In 1999 the City Commission implemented a ¼% real estate excise tax whose proceeds were
dedicated to the City’s street overlay program.

 For 1999 property tax collections, in addition to the 1% property tax increase necessary to
finance ongoing General Fund operations, an additional 3% property tax increase was
imposed to in-part finance the City’s street overlay program previously discussed in this
message.

Property tax $ 3,962,700 18.28%
Sales tax 7,794,000 35.96%
1/10th of 1% sales tax 600,000 2.77%
Utility taxes 5,228,100 24.12%
Other taxes 44,000 0.20%
  Total taxes $ 17,628,800 81.33%
Other revenue 4,045,950 18.67%
Total recurring revenues $ 21,674,750 100.00%

Increase
Year Taken IPD Purpose of Increase
1999 1.00% 0.85% to finance ongoing operations
2000 2.00% 1.42% to finance ongoing operations
2001 1.71% 2.66% to finance ongoing operations
2002 1.00% 1.89% to finance ongoing operations
2003 1.00% 1.16% to finance ongoing operations
2004 1.00% 1.84% to finance ongoing operations
2005 1.00% 2.39% to finance ongoing operations
2006 1.00% 2.54% to finance ongoing operations
2007 1.00% 3.42% to finance ongoing operations
2008 1.00% 2.08% to finance ongoing operations
2009 1.00% 4.53% to finance ongoing operations
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 For 1998 property tax collections, in addition to the 3% property tax increase necessary to
finance ongoing General Fund operations, an additional 3% property tax increase was
imposed to in part finance the City’s street overlay program previously discussed in this
message.

 In 1997 the Commission imposed an additional two-percent (2%) hotel/motel tax (bringing the
total to 6%) in order to generate additional moneys for tourism promotion for the Wenatchee
Valley.  The local hotel/motel industry initiated and supported the increase of this new tax for
the aforementioned uses.

 In 1996 the Commission imposed an additional two-percent hotel/motel tax (bringing the total
to 4%) in order to generate additional moneys for expansion of the City Convention Center.
The local hotel/motel industry supported the increase of this tax for the aforementioned use.

8.  COSTS RELATED TO HEALTH CARE, LONG-TERM CARE AND RETIREMENT BENEFITS
FOR LAW ENFORCEMENT OFFICERS AND FIREFIGHTERS (LEOFF) HIRED PRIOR TO
OCTOBER 1977
RCWs 41.16 and 41.18 require cities, counties and fire districts in the State of Washington to pay
the costs of health care and long-term care (LTC) for police officers and firefighters hired prior to
October 1, 1977.  Further, they require cities and fire districts to share in a portion of the
retirement benefits paid out to certain firefighters.  At the time the Washington State Legislature
added these features to the benefit package of eligible employees, they failed to follow through
with a source of funding with which cities, counties or fire districts could cover these added costs.
As a result of this unfunded mandate, the City of Wenatchee is required to set aside money each
year to cover the cost of these benefits.

The Governmental Accounting Standards Board (GASB) who is the rule setting body for
accounting and financial reporting for all governmental agencies in the United States has issued
Statements 25, 27, 43 and 45, which collectively require periodic actuarial valuations of pension
obligations and postemployment benefits other than pensions.  The final product of an actuarial
study is a report that among other things provides an independent computation of the net present
value of each of these obligations.

Because the City of Wenatchee pays pension benefits to 27 recipients through our Firemen’s
Pension Fund and pays medical and long-term care benefits to 41 retired LEOFF 1 employees
(LEOFF 1 = law enforcement officers and firefighters who were employed prior to October 1,
1977) we are subject to the provisions of GASB Statements #25, 27, 43 and 45.  In order to be in
compliance with each of these GASB statements the City engaged Milliman, Inc. in the summer
of 2008 to conduct an actuarial valuation of our Firemen’s Pension Fund, LEOFF 1 Long-Term
Care Fund and LEOFF 1 Medical Fund.

The actuarial study produced the following findings:
 LEOFF 1 Long Term Care Fund (see a more in-depth discussion beginning on page 8-19 of

this document) – The net present value of the LTC obligation as of January 1, 2008 was
computed at $2,420,000.  As of the same date our LEOFF 1 LTC Fund actually had net
assets of $485,711 leaving this obligation underfunded by $1,934,289.

 LEOFF 1 Medical Fund (see a more in-depth discussion beginning on page 8-30 of this
document) – The net present value of the Medical obligation as of January 1, 2008 was
computed at $9,726,000.  As of the same date our LEOFF 1 Medical Fund actually had net
assets of $372,848 leaving this obligation underfunded by $9,353,152.

 Firemen’s Pension Fund (see a more in-depth discussion beginning on page 13-2 of this
document) – The net present value of the pension obligation as of January 1, 2008 was
computed at $1,854,000.  Because actual net assets on hand on the same date were
$3,460,370 we were overfunded by $1,606.370.

The City has adopted a plan to address the actuarial study results noted in each fund above.
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A summary of contributions over the 9-year period 2000 through 2008 follows:

9.  INTERLOCAL AGREEMENT BETWEEN THE CITY OF WENATCHEE, CHELAN COUNTY
AND PUD #1 OF CHELAN COUNTY
 Interlocal Agreement with the Chelan County PUD (effective 9/1/2004)

Under this agreement, the PUD transferred to the City a sewer collection system located to
the north of the City limits referred to as the Olds Station and Sunnyslope area.  At the point
of the transfer the City began providing sewer service to 84 existing commercial/industrial
customers, and this customer base is expected to increase in subsequent years.  Benefits of
this agreement to the City include additional collection and treatment revenue to the
Water/Sewer Fund and additional utility tax revenue to the General Fund.  Revenues
received by the City over the years 2004 through 2008 as well as the 2009 Budget are as
follow:

 Interlocal Agreement with Chelan County (effective 1/1/2005)
Under this agreement, the City agreed to provide sewer service to the Olds Station and
Sunnyslope area without the condition of annexation into the City, while at the same time the
County agreed to process an application by the City to amend the comprehensive plan to
include the Olds Station and Sunnyslope areas as part of the Wenatchee Urban Growth
Area.  The agreement recognized that the extension of the City’s sanitary sewer system into
this area will likely benefit the County with respect to increased revenue from property and
sales taxes.  In order to establish favorable consideration in return for sewer extension and
the resultant increase in County revenue, the City and County agreed to the following
revenue sharing arrangements:

Firemen's
Medical LTC Pension Total

2008 580,000 135,000 0 715,000
2007 580,000 120,000 452,600 1,152,600
2006 542,499 0 427,000 969,499
2005 589,975 310,951 402,000 1,302,926
2004 352,022 99,996 380,000 832,018
2003 272,140 99,996 358,000 730,136
2002 139,816 96,000 338,000 573,816
2001 459,849 96,000 319,000 874,849
2000 182,262 250,000 300,000 732,262

3,698,563 1,207,943 2,976,600 7,883,106

Water/Sewer General
Fund Fund
Utility Utility Tax

Year Revenue Revenue
2005 387,111 58,067
2006 431,706 64,756
2007 366,720 55,008
2008 404,935 60,740
2009 415,900 62,385
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 The County will pay the City a total of $264,000 over the 10-year period 2006-2015, as a
reimbursement of regional capital infrastructure.  Payments began at $48,000 in 2006
and will decline by $4,800 each year until the final 2015 payment.

 Beginning in 2006, the County will pay the City 15% of the growth in sales tax collections
within the Olds Station and Sunnyslope area, using 2004 as a base year in making the
computation.  There is no sunset to this provision.  To date no payments have been
received as a part of this agreement due to the closing of a major retailer in this particular
geographic area that resulted in an actual decrease in sales taxes collected.

 Beginning in 2006, the County will also pay the City 15% of the growth in property tax
collections within the Olds Station and Sunnyslope area, using 2004 as a base year in
making the computation.

10.  CEMETERY OPERATIONS
The Cemetery Fund has experienced consecutive years where operating expenses have
exceeded the combination of operating revenues and interest earnings from the Cemetery
Endowment Fund.  The cumulative losses over the years had placed the Cemetery Fund in the
precarious financial position where soon it would have consumed all reserves and been in a
position where it was unable to continue with operations.  In order to circumvent this event the
City Council has opted to transfer General Fund reserves to the Cemetery Fund in order to:
 Cover anticipated operating deficits, and
 Finance a number of capital improvements including the construction of a niche wall,

development of a scattering garden and a cemetery expansion.  It is hoped that these will
help the Cemetery Fund to generate additional revenue and thus alleviate the General Fund
of the need to subsidize future operations.

General Fund subsidies by year and amount are as follows:
2004 $  46,800
2005 $  86,600
2006 $  35,400
2007 $100,791
2008 $  52,204
2009 $  60,000

Through 2006 the Cemetery Fund was also the recipient of interest earnings from the Cemetery
Endowment Fund (see page 13-1 of this budget document for related discussion) and these
proceeds were used to offset operational costs.  Beginning in 2007 however the Endowment
Fund will retain all interest earnings in order to build a stronger reserve for future needs.

Annual
Year Amount
2006 48,000
2007 43,200
2008 38,400
2009 33,600
2010 28,800
2011 24,000
2012 19,200
2013 14,400
2014 9,600
2015 4,800

264,000
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11.  2009 BUDGET DEVELOPMENT DIFFICULTIES
The downturn in the national economy that began in the latter part of 2007 and continues today
has impacted Wenatchee as well but to a much lesser extent.  Our revenue estimates throughout
all City funds are as realistic as possible because we recognize that overly optimistic estimates
create a false sense of security while underestimates create an artificial crisis.  Through this
budget we have managed to maintain historic levels of service in all operations without layoffs of
any employees.  We were able to accomplish this by:
 Denying most departmental requests to expand 2009 service levels.
 Asking all General Fund departments to reduce the non-payroll portion of their 2009 budgets

by an additional 1%.
 Extending the lives of most City vehicles by one-year and giving each fund a “replacement

payment holiday” in 2009 (meaning no replacement rates would be charged in 2009 and that
there would be no “catch-up” in subsequent years).  This was done once before by the City in
the mid-1990s.
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PRESENTING A BALANCED 2009 BUDGET
The following table is lifted from City Ordinance Number 2008-37, which adopted the 2009 City
budget and depicts a total of 34 funds for which budget authority was granted.  This represents all
funds of the City with the exception of those with a continuing appropriation that either reflects the
accumulation of moneys for the payment of related debt (LID debt service), or where the budget
is related to a capital construction project that extends into another calendar year.

Estimated Estimated
Beginning Ending

Fund Fund Total Fund
Annual Appropriation Funds No. Balance Revenue Sources Appropriations Balance

General 001 3,412,679 22,155,150 25,567,829 22,048,628 3,519,201
Public Art 101 42,647 22,700 65,347 45,236 20,111
Paths and Trails 103 11,392 4,100 15,492 0 15,492
Tourism Promotion Area 104 0 179,900 179,900 179,900 0
Hotel/Motel - Capital 105 0 218,200 218,200 218,200 0
Convention Center 106 494,235 875,801 1,370,036 794,856 575,180
Hotel/Motel - Tourism 107 28,146 389,400 417,546 388,400 29,146
Streets 108 537,460 2,014,927 2,552,387 2,109,527 442,860
Arterial Street 109 879,673 9,727,575 10,607,248 9,887,427 719,821
Long-Term Care - LEOFF 1 110 513,711 164,200 677,911 149,000 528,911
Street Overlay 111 677,039 387,300 1,064,339 350,000 714,339
Ice Arena 112 0 0 0 0 0
Housing Rehabilitation 113 64,320 54,700 119,020 73,500 45,520
Community Center Operations 114 191,976 128,500 320,476 160,726 159,750
CDBG Entitlement 115 50,097 76,891 126,988 76,891 50,097
Health Insurance - LEOFF 1 116 385,348 591,500 976,848 580,000 396,848
Homeless Housing 117 156,984 314,700 471,684 372,168 99,516
Debt Service - UTGO Bonds 201 (14,493) 368,253 353,760 365,653 (11,893)
Debt Service - Councilmanic Bonds 205 19,446 1,024,812 1,044,258 1,016,412 27,846
R.E. Capital Projects 301 129,773 375,100 504,873 506,379 (1,506)
Orondo Boat Moorage 309 0 593,407 593,407 593,407 0
Foothills Trail 310 0 122,869 122,869 122,869 0
City Hall-HVAC/Chamber Upgrade 311 61,021 0 61,021 60,000 1,021
Cemetery Endowment 610 772,946 28,000 800,946 0 800,946
Firemen's Pension 611 3,491,870 108,800 3,600,670 510,200 3,090,470
  Total Annual Appropriation Funds 39,926,785 40,609,379

Estimated Estimated
Beginning Ending

Fund Working Total Working
Working Capital Funds No. Capital Revenue Sources Appropriations Capital

Water/Sewer 401 8,419,702 8,493,000 16,912,702 12,049,089 4,863,613
Storm Drain 410 522,190 1,027,300 1,549,490 1,383,415 166,075
Regional Water 415 2,135,563 1,428,500 3,564,063 2,353,258 1,210,805
Solid Waste 420 175,869 1,853,200 2,029,069 1,831,870 197,199
Cemetery 430 110,224 252,400 362,624 317,964 44,660
City Services - Equip. O&M 501 303,278 898,424 1,201,702 912,791 288,911
City Services - Equip. Replace. 503 870,146 271,330 1,141,476 424,965 716,511
City Services - Facilities 504 40,235 343,181 383,416 333,718 49,698
Self - Insurance 502 1,484,458 1,133,200 2,617,658 714,700 1,902,958
Information Systems 505 125,528 897,600 1,023,128 917,281 105,847
  Total Working Capital Funds 16,598,135 21,239,051

Total of all Funds 56,524,920 61,848,430
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SUMMARY ANALYSIS OF THE GENERAL FUND
Within the Financial Section of this document are detailed operational descriptions of each
General Fund department (Part 7) and for each fund thereafter (Parts 8-13).  Listed below is an
overview of the General Fund.

The General Fund accounts for all receipt and disbursement transactions of ordinary City
operations that are not required to be accounted for in another fund.  Primary sources of revenue
are property taxes, sales tax and utility taxes.  Expenditures of this fund consist of a number of
City functions including fire and police protection, museum, planning, engineering, parks,
legislative and administrative services.  This fund is always the most difficult to bring into balance
because of the variety of services it supports with limited tax resources.

The General Fund budget is presented in terms of recurring and nonrecurring revenues and
expenditures.  The recurring classification includes those activities that we expect will continue
from year to year while the nonrecurring classification includes those activities that are one-time
in nature.  As we develop the General Fund budget, we do so with two primary goals:
 First, present a budget with recurring revenues equal to or exceeding recurring expenditures.
 Second, maintain a year-end reserve balance that is equivalent to at least 14% of recurring

appropriations.  T he rationale behind this goal is a direct result of our cash flow experience in
previous years and the recognition that in the months of April and October we are financing
operations from reserves as we await semi-annual property tax receipts.

The 2008 Budget estimates recurring revenues of $21,674,750 which exceeds recurring
expenditures of $20,671,328 by $3,422 (see page 4-3).  Estimated non-recurring revenues of
$480,400 exceed nonrecurring expenditures of $377,300 by $103,100 (see page 4-4).  With both
recurring and non-recurring revenues and expenditures considered we anticipate that the reserve
balance will be increased by a total of $106,522 during calendar year 2009.  This will leave a
calendar year-end reserve balance of $3,519,201, which reflects a reserve of 16.24% (= total
2009 estimated ending fund balance of $3,519,201 divided by total 2009 recurring appropriations
of $21,671,328).  This reserve will allow the City to maintain the second goal mentioned
previously, that is, to maintain a reserve that is at least 14% of recurring expenditures.

CONCLUSION
Although the City of Wenatchee’s financial condition has been solid through past years we
recognize there are a number of issues that must be dealt with in order to remain on firm financial
footing.  Given the fact that financial health is at the core of providing good public services we
believe our greatest challenges revolve around the ongoing expansion of our economic base.

In summary, the most important budgetary objective is to provide the highest possible level of
service to our citizens while the City maintains its sound financial condition.  The 2009 Budget
development process was again a meaningful way to involve the Council, City Staff and Citizens
in making recommendations regarding policy matters. City programs will continually be
reexamined and reassessed to make sure we are best utilizing available resources.  This budget
continues that commitment.
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HOW TO READ AND UNDERSTAND THE CITY BUDGET
This operating budget and capital facilities program is the City of Wenatchee’s comprehensive
financial and operational plan for 2009.  Because of the amount of information contained herein it
can be an imposing document.  The reader should keep in mind that the primary intent of this
document is to answer two basic questions:  “Where is the City’s money coming from?” and “How
will that money be used?”

There are many ways to present the information that answers these questions but this budget
focuses on the City’s fund structure.  All of the information presented is organized by the fund that
is responsible for providing a service or activity.  For example, money that the City collects from
its customers for their water consumption is spent on providing water service through the
Water/Sewer Fund.

The 2009 Budget is divided into sections by fund and includes information on each of the City’s
funds so that the reader can better understand how the fund works, its financial condition, the
services that are financed by that fund and the departments that deliver those services.

THE CITY’S FUND STRUCTURE
The City of Wenatchee uses fund accounting practices in its budgeting and accounting
procedures that conform to standards established by the Governmental Accounting Standards
Board (GASB).  Fund accounting is based on the concept that certain types of revenue should be
used only for certain types of expenses.

The City utilizes fund accounting by establishing numerous separate funds in its accounting
system.  One way to describe the City’s fund structure is that each fund is like its own business
with its own set of accounting records detailing its financial condition.  Thus, it is possible for
some City funds to be financially healthy while others may struggle with operating deficits.  A
major difference between the City and a private company is that while the company can move
money from a healthy enterprise to one that is not doing well, the City is generally prohibited from
doing so.  For example, revenue collected from payment of water bills may only be used to pay
for costs associated with the provision of water service and cannot be used to subsidize unrelated
City operations such as hiring police officers or purchasing fire trucks.

Fund accounting provides for three different types of funds.  A brief description of these fund
types and the City’s use of them are as follows:

A.  GOVERNMENTAL FUNDS (4 Types)
1) The General Fund accounts for all receipt and disbursement transactions of ordinary
City operations that are not required to be accounted for in another fund.  Primary
sources of revenue are property taxes, sales taxes and utility taxes.  Expenditures of this
fund consist of fire and police protection, parks and recreation, museum, community
development, engineering, human resources, finance and mayor/council.

2) Special Revenue Funds are established to account for the proceeds of specific
revenue sources (other than special assessments, expendable trusts or major capital
projects) that are legally restricted to expenditures for specified purposes.

3) Debt Service Funds account for the accumulation of resources for and the payment of
general obligation and special assessment bonds.  The amount of bonds outstanding is
recognized in the General Long-Term Debt Account Group.

4) Capital Projects Funds account for the acquisition and construction of capital facilities
(except for those financed by proprietary funds).  Primarily general obligation bonds,
special assessments, federal and state grants and contributions from other funds finance
these funds.
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B.  PROPRIETARY FUNDS (2 Types)
1) Enterprise Funds are established for government activities that are financed and
operated in a manner similar to private business.  Costs of providing services to the
general public are financed through user fees.

2) Internal Service Funds are used to account for the financing of goods and services
provided by one department or agency to another department or agency of the City.

C.  FIDUCIARY FUNDS (3 Types)
These funds are used to account for assets held by a government in a trustee capacity or
as an agent for individuals, private organizations, other government and/or other funds.
These funds are classified as:
1) Agency Funds are custodial in nature (assets equal liabilities) and do not measure the
results of operations.

2) Non-Expendable Trust Funds and Pension Trust Funds are accounted for in
essentially the same manner as Proprietary Funds.

3) Expendable Trust Funds are accounted for in essentially the same manner as
Governmental Funds.

ABOUT THE BUDGET AND THE BUDGET PROCESS

I.  WHAT IS A BUDGET?
The budget is a multi-faceted event for City government in Wenatchee.  In addition to providing
the obvious financial planning and legal authority to obligate public funds, the budget provides
significant policy direction by the City Council to the staff and the community.  As a result, the City
Council, staff and public are all involved in the process of budget development.  The budget
provides four functions:

A.  A Policy Document
The budget functions as a policy document in that the decisions made within the budget
will “reflect the general principles or plans that guide the actions taken for the future”.
The specific programs that are described within the budget will be reflective of the plans
for the future of the City government as they are approved and put into place.
Recognizing this, the budget for the City will work to be a good policy document and
make specific attempts to link desired goals and policy direction to the actual day-to-day
activities of City staff.

B.  An Operational Tool
The budget of the City will reflect its operations.  More than a numbers document, you will
find that the activities of each City function and organization have been planned, debated
and formalized within the following sections.  This process will help to maintain an
understanding of the various operations of the City and how they relate to each other and
to the attainment of the policy issues and the goals of the City Council.  In this effort, the
budget addresses areas, which may not be traditional budget document topics.  These
include: debt management, staffing levels for now and the future, long-range planning,
capital spending plans, the tax base and its relationship to the provision of services.  A
statistical section is added to provide the additional information sometimes needed to
understand the environment of budget deliberations.
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C.  A Link with the General Public
Many times the day-to-day activities of local governments are overlooked until a crisis or
critical point is reached.  To attempt to gather information from all the various levels of
government and their operations would be exhaustive and not very productive.  This is
true even of the media who spend many hours familiarizing themselves with the differing
aspects of local government.  Recognizing this, the budget provides a unique opportunity
to allow and encourage public review of City operations.  The budget must fully and
clearly describe the activities of the City, the reason or cause for those activities, the
future implications and the direct relationship to the citizenry.  In our budget we have
included an introductory section for each department within the general fund and for each
fund thereafter.

D.  A Legally Required Financial Planning Tool
The budget is also, of course, a financial planning tool, which has been its most
traditional use.  In this light, the budget is a state law requirement of all cities as stated in
RCW 35A.  As a part of the requirement, the budget must be adopted as a balanced
budget (although prior years cash carry-forward can be used in this balancing process)
and must be in place prior to the expenditure of any City funds.  In this light, the budget is
the legal authority to expend public moneys and controls those expenditures by limiting
the amount of the appropriation at the fund level.  The revenues of the City are estimated
along with available cash carried-forward to the indicated funds available while the staff
requests for appropriations comprise the disbursement side of the preliminary budget.

E.  How does the Budget Compare to the Annual Financial Report?
As previously stated, the budget is an extended and in-depth operational and financial
planning process that looks to the future and ultimately leads to the document you are
now reading.  The annual report is a document that summarizes the financial aspects of
the operational activities of the previous year.  It is prepared following a strict set of
guidelines called generally accepted accounting principles (GAAP) which are established
by the Governmental Accounting Standards Board (GASB).  Each year the annual report
is subjected to review by independent auditors who express an opinion as to the fair
presentation of the financial statements included within that document.  Throughout the
annual report actual revenues and expenditures are compared to budget.  The annual
report uses the modified accrual basis of accounting for governmental funds and full
accrual accounting for proprietary fund types.  The budget uses the modified accrual
basis of accounting for all funds.  This causes the proprietary fund budgets to budget for
debt issue, debt service and capital expenditures, which are non-income statement items
for the annual report.

II.  WHY IS A BUDGET PREPARED?
As previously mentioned, the budget is a requirement of state law.  But more than that, the
budget for the City of Wenatchee is an important planning process that shapes the future for
departmental operations and direction.  As a result, much effort is expended to ensure the budget
planning process best utilizes available City resources towards the goals and policies established
by the Mayor and City Council.

III.  HOW IS THE BUDGET PREPARED - WHAT IS THE BUDGET PROCESS?

A.  Determining Policies and Goals
At the beginning of each budget cycle a calendar is developed which sets timelines for
the various components of the budget preparation process.  The 2008 Budget Calendar
is presented at the end of this section.

The budget process for the City of Wenatchee is in many respects an ongoing,
year-round activity.  The formal budget planning begins each summer with discussions
between the Mayor, City Council, and Department Directors as to the current status of
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on-going programs, new challenges and future considerations.  Through these
discussions the concerns of the departments are blended with the desired direction for
City government on behalf of the City Council.  The result is the determination of budget
goals and policies for the coming budget year.

B.  Staff Planning and Preparation
Once the Mayor and City Council have provided the general direction and desired service
levels for departmental budgets, the staff can begin to prepare the detailed plans for
maintaining the current services where appropriate, deleting outdated services when
necessary and planning for the addition of new services to meet the current needs.  This
involves the Finance Department preparing a guide as to how to prepare the budget from
the mechanical side (which forms to use, what rates for inflationary costs, etc.).  A
meeting of department directors and division managers is then held within each
department to review the specific guidelines and to discuss and gain understanding as to
the City Council policies and goals.  At this point, City staff formulates the individual
budget for which they are responsible.  These budgets are reviewed and refined by the
departmental directors and submitted to the Finance Department for consolidation into
one document for review by both the elected body and general public.

C.  City Council and General Public Review
During the fall of the year the Mayor and Finance Director present the budget to the City
Council on at least three separate occasions.  Each presentation takes place in a public
meeting and Citizens are given the opportunity to comment on the process and the
budget itself.

The first budget presentation takes place in early October where a preliminary
unbalanced budget is presented which reflects revenue estimates for all operations in all
funds and all appropriations (expenditure requests) from each City department which
includes existing operations, potential expansions of service levels, new programs, new
personnel and capital requests.  At this point in time the appropriation requests normally
far exceed estimated revenues, but the Council has the opportunity to again deliberate
priorities of City programs and the related levels of service that they collectively desire.
After this meeting the Mayor and Finance Director, with the assistance of department
directors, will meet throughout the month of October to examine appropriation requests
and determine which will be granted and those that will be either reduced or eliminated
altogether.

The second budget presentation takes place in early November where a preliminary
balanced budget is presented which reflects a budget for all funds where estimated
revenues (including estimated beginning fund balances) are expected to equal or exceed
appropriations.  At this time the Council and citizens again have an opportunity to
evaluate whether the budget as presented meets the desired levels of service.  Based
upon the results of this meeting the Mayor and Finance Director will again reconvene
through the month of November to further refine the budget.

The third budget presentation takes place in late November or early December where a
balanced budget and budget ordinance are presented, and the Council and Citizens are
again provided with an opportunity to comment.  Provided the budget receives Council
endorsement, they will vote to approve the budget ordinance.  The Council can however,
at its’ option, request that the Mayor and City staff continue to work on the budget.   The
City must have a Council approved budget in place prior to January 1.

D.  Adoption of the Budget
It is required that a notice of public hearing on the budget be published once a week
beginning two weeks prior to the council meeting and for the 2009 Budget this occurred
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on November 27 and December 4, 2008.  A public hearing was then held December 11,
2008 when the budget was adopted.

E.  How can the Budget be Changed After Adoption?
From beginning to end, the budget development process covers a period of
approximately five-months (July through November), and is prepared with the best
information we have available at that time.  As we proceed through the budget year in
question, we sometimes encounter unforeseen circumstances that result in either a
service costing more than we had anticipated, or an expansion of services beyond what
we had initially planned for.  When possible, we will attempt to accommodate these
changes within the existing budget, but this is not always possible.  The budget can be
changed (amended) by an ordinance of the City Council.  This process begins with
department directors submitting detailed budget amendment requests to the Mayor
and/or Council where they may be approved in concept but through no formal legislative
action.  This allows departments to proceed with their plans prior to the formal Council
adoption of an ordinance.  Periodically the Finance Department summarizes into
ordinance format both the budget amendment motions previously granted as well as
those that represent new requests.   At that point the Mayor and Council will take action
to approve the amendment either in whole or in part.

F.  Budget Calendar
At the beginning of each budget cycle a calendar is developed which sets timelines for
the various components of the budget preparation process.  The 2009 Budget Calendar
is presented on the following page.
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CITY OF WENATCHEE, WA
2009 BUDGET CALENDAR

When What Who
6/13/2008 Budget planning information and forms distributed to City Staff. Finance

July-Sept. Finance compiles data for inclusion in budget Finance

July-Sept. Mayor and Finance meet with Directors to discuss programs Mayor/Finance/
and priorities Directors

8/1/2008 HR provides Finance with results of reclassification of AFSCME HR
wages (section 15.8(d) of AFSCME labor contract)

8/4/2008 Capital and Personnel request forms returned to Finance. Departments

8/4/2008 Expense line item changes returned to Finance. Departments

8/4/2008 Departmental revenue estimates returned to Finance. Departments

8/25/2008 2008 Budget amendment requests due to Finance. Departments

9/30/2008 Review Preliminary 2009 Budget with Mayor Johnson Mayor/Finance

10/3/2008 Preliminary 2009 Budget distributed to Council Finance

10/9/2008 Council Meeting Mayor/Council/
--Review of Preliminary 2009 Budget (copies available to public ) Directors

10/10-11/14 Budget meetings to follow-up 10/9/2008 Council meeting and Mayor/Finance/
  preparation of revised preliminary 2009 Budget. Directors

10/30/2009 Council Meeting Mayor/Council/
--Progress update on efforts to balance estimated revenues against Directors
  requested expenditures (copies available to public )

11/6/2008 Publish notice of 11/13/2008 hearing on ad valorem (property) taxes Clerk

11/14/2008 Revised Preliminary 2009 Budget distributed to Council Finance

11/20/2008 Council Meeting Mayor/Council/
--Ordinance #2008-32 - Setting 2009 property tax levy Directors
--Resolution #2008-72 - Requesting Chelan County Assessor
    to collect sufficient funds to addrress 2009 debt service
    requirements on the 2001 UTGO (Police Station) bonds.
       (Property tax legislation due at Assessor's by November 30)
--Review Revised Preliminary 2009 Budget
       (copies available to public)

11/27/2008 Publish 1st notice of 12/11/2008 public hearing on 2009 Budget Clerk

12/4/2008 Publish 2nd notice of 12/11/2008 public hearing on 2009 Budget Clerk

12/5/2008 Final 2009 Budget distributed to Council Finance
       (copies available to public)

12/11/2008 Council Meeting: Mayor/Council/
  -Ordinance #2008-36 - 2008 Budget amendment adoption Directors
  -Public hearing on 2009 Budget
  -Ordinance #2008-37 - 2009 Budget adoption

12/22/2008 2009 Budget narratives and changes in organizational charts due Directors,
to Finance. Managers

& Staff
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